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HEMORANDUM FOR T¥IE SECRETARY OF DEFERSE
SUBIICT: Fualuation of Fxport Lonfrols
REPIRBICE: Your nomorandun dated 21 October 1949

BITLOSUNE: Five coples of Iie245 - Strategle Rffoctivericss of
' US Export Controla :

1. In reply to youwr n@mnrandum.raqpast of 21 Oatober, I
ok enclosing Intolligence Memorandun No. 245 vhich is & study,
fron an overe-all strategic vieupoint, of the effectivencas of
axport controls as currently adminigstered by the United Statep
and by other countrdes engaged in similar meapures.
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MEMOHANOUM FOR TH8 SROHSTARY OF DEFERSE
HUBJECT s Bvalwmtion of Export Controls
a HEFBREFGESS 8. Your seuorandun dated 20 October 1949

b Homorandum for the Secretary of Defanse, from :
DCI, dame subject, dated 1 Kovaxber 1SLS )

BNCLOSURE: Flwe coples of Addendus to Jntelligence Memorandum By, 2LS,
_ "Strategio Effactiversas of US Export Controls®

1. The enclound addendum is forwarded to supplement the infor-
mation provided in Intelligence Mewcrandums Ho. 245 and should be added
L te it as Enclosure §12.
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ER 0-7062

YI¥ 624

1 November 19L9

LR T FPwnlmation of Dxpord Controls
LI Toar neaorend dated 21 Ochoder 1949

CTTLICTNE: Piwe ooples of D2fs - Stratepis [ffectivoncss of
3 Bxport Controls

1. In reply to yurr meoorendtna reqwat of 21 Cotodbor, I
oaclosing Intallipence Heworwndmm Ho. 245 which 1s a study,
an ovar-all strateric viewpsind, of the effoctivenass of
controls as earrently eduindistered Uy tho United Ctates
by other countries engnped in gisilar neesires,

EB

oA

/s/

R. He Hillenkoetter
Rear Admiral, USN
Director of Cential Intelligence
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Project: mMa245 ..~ | O | |

. (FF1CH (F REFORIS AdD K3TIHATES -
Eroject, Initiatien Hencrandim
' ' Date: 24 0ot 49
To: D/EE (oo to D/fic)
From: $yl3éatydamence Division, Frojects Flamning REL

Subject: gtrateglo effoctivencss of US export controls

Statement_of Profect
GQrizgin: Seo Def ‘Lt’eino of 21 Cot (copy attached)

zobiemi To make a brief eppraissl of the effeotiveness of US export
controls on the strategic capabilities of the Soviet orbit.

Seope: The appradsal i2 to be briefl but comprehensive; it is to be
used in connection with an evaluation of the azport control proe
gram by the Department of Defensoe for the N3O. The approach should’
be topleal, which 18 taken to mean that offectiveness should be
treatedl by the several categories axponrts ocontrolled.

This may be made into a ccordinated ORE at a later date.

Graphigs (if any):
Korm: IM memo : randum .
e / Nou.

3 1700 ~ _
Drufty due in D/84: 24 Cet et 2580 ' erjpotion deudlipe 9106t at
o i 5L a?ﬁi; 1000

Eegpongible Brangh: D/EE
smternel Courdinstion: Collaboration with D/Eé

Dopertmeptal regoonsibilitics: None )

Shaemliseiion o Lo wo WGHEr VDT pop Seowet w%%
Bescomanded Digsenination: Requester | Qv |
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TVITLL TGENCE MEHORANDUM 1O, 245 ) 1 Noveaber 3949
SUBJECT: Strategic Effectivensss of US Export Controls

Statement of the Problem .

J . The US. Export Comtrol Act of 1949 hes three main objectives?

(a) "o protect the domestic eoonomy from the excessive drzin
of scarce materials and to reduce the inflationary impach
of abnormal foreign demonds

(v) ™o ﬁ:f‘t_her the foreign policy of the U.S. and %o a3d in
ﬁzlf:e.l]:‘mg its in{;ernatipnal regponaibilitiess and

{(e) "o exercise the necessary vigilance over exports from e
standpoint of their significance to national sesuridy.”

. . This paper ls concerned solely with the nationsl securliy aspscts
of the export conirol progran and gspecifically with the effectivensas of
US expori controls as well as of parallel measures by other counbtries.
The terms Soviet orbis and Soviet/Satellite refer only %o the USSR, Fine
lend, Poland, Czechoslovekia, Bungary, Rumnis, Bulgaria, and Albania,
o attenpt has been made to eotimte the effect on the Vertern Burdpean
eco;:onw if the RECA netlons adopted controls similar to those exerciged
by the US,

Documont Jo. 00/
m DECLATEIDITD

Class. CIATICIZ To: TS S o
ICA lirme, 4 Apr 77
Auth: DLy 772, TFATES

Date: &=} ] N By: _ Q]

Note: This memorandun bas not been soordinated with the inteliigence
orgeanizations of the Departmemta of Siato 2 Avmy, Navy, and the
Air Force. . ‘ ‘

- .
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The U3 export control proprsm hes in general contributed gubstantially
Yovard limiting the Qevelopment of Soviet/Satellite ccomomic eapabilities
for war. (For ewemple, US ghipments to the Soviet orbit (excluding Finland)
-of momemetallie minerals, metels, mamfactuved producta, machinery, vehieles,
and chemicals for the firet aix months of 1947 were walued at #139,600,000;

: for the corresponding peried in 1949 » the value of these shimments bad
dropped to 517,800,000, Although these shipments include come ltems not on
the J~A end 1-B limis, they geusrally ropresent the mjor catemorien to
ubich resfeictions are epplied.) Enforcement of US export contrels, however,
bas not bsen complotely satisfectory nor have the controls beem the sole
factor in limiting the export of siratepic items %o the Soviet orbit. The
time is rapidly epprosiching vhen nuvmercus other diniting fectors will no
longer exigh; the effectiveness of the export comirel machlnery and admini-
gtration will thue scdon be put to a far more severe test then heretofora,

One of the prinoiyal diffieuliles will be the extent %o whieh the ECA nationa
san gupport the US export control program with eifective restrictions upe
on the export of prohibited items to the Soviet orbit,

Thus far, implementation of the US export control frogram has been
facilitated by the existence of the follovlng eonditionss

1. The US has been the prinoipal source of y (i many cases the onls
source) of the items on the comirol lizts, ey oy

2, Exports of prohibited items from the US, in edditien o being re~
steicted Ty expors controls, bave beon limited hys

{a) domestic ahortageas (b) the high level of domand in the US; .
(o) the limited anount of doller exchange avsilable %o mogk
of the potential tuyeis of US productss (d) volumtary expors
conérole by US manufocturers; and {e) the contlmmance of
higl p:l'.‘iﬂaso ’

3. Exports of prohibited items from other potentisl suprli medn] i
Europsan) has been 1imided bys ¥o Prliers ( o

{2) lack of an exportzile surplus in ECA couniries; (b) aimormal
domesgtic demand for reconstruction and recovery: (e} export
controls on some items by ECA mations; and {d) inakility of
the USSR or the Sstellites to provide sither the poods or ths
foreign exchange Becespary o purchsge the restricied Stemg,

w 35 e
S
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The conditiong listed above are rapidly diseppearing. Tae degree
of lndustrial recovery in Europe, and perticwiarly the revivel of in-
dustrial production in Germany and Jepan; is oliminztdug mogt of the
aforementiocned redtraints on Western Ruropean exports of sirstegic items
to the Soviet orbit. Thug, %o & grester emtent than hersbofore, effective
implementation of the US amport effiifol program will depend upon the do-
gree of cooperation that tan bo oktsined from the TOL mations 3n ogtehlishe
ing export comtrol mechidery and administration. Ua%il mow, "parallel
action" hy the BCA nations in egtablishing buch consrols heg not been
adequate and unless impvoved will materially undermine the effeciiveness
of the US expowt oontrel progiam. : )

T view of the Kdexdin?

Sateliite war posential ty

B vonbinudd equﬁa,gi's on d'e;?alop:ing the Soviet/
ing heavy industrial and militszry T

(Guctlon, effeotive implemenmtation of the US expobt comirol pwogram would

prevent tho USHR 4nd its Sotelliths)from adhieving production gold i
moany important gegments of thelr econemies and  thug cdaxiderably deley the
gevelopﬁ?nﬁ of the Soviet/Satellito war poteniiel. The items on ihe US
~A and 1B 1ists, however; ave of varying importance with respest to their
offect on the Boviet econdbmic: capabilities, IR
: LeGo, .

In general, the dedinl of spediali types of replacemcit. paris, mobals
working machingry, enti-friction bearings, précision and contrsl ingtruments,
petrolewn refining equipment and petrélevm products has béed oF major ime
portance in impeding the Yevelopment of perinid vitel 1inéd of . produstion.

To o losoer exbent, tat 341l significahtly, thé expansion of the Soviet/
Satellite coomomic potontisl has besht retarded by restrictions on emports
of such cdicgoriesn as certoin oheiifobls m‘z& chemical equipment, non-forvous
metals and mawdfaotured, sbesl . frodicts And equipment, eleirie powss
and trangporiabtion equipment, - e S

The attachad enclomres progent [ mbbe detailed topseal bstimnte of

the effect of ‘lie US expost control program on the Soviet wob wobentisd
end the dlifiouliies iuvolved in adminigtering the program. d

Wm-
SSERET
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EICLOSURE #1

Yatalvoeking Machinexy.
ES W

Tho ‘Boviet orbit doeg not himve Ythe capasity to produce most of the
netalworking machinery listed ng IwA. For the most part, these items
Tequire speolel matoriels. gpstlalized engineering kmowledge, s high
degrwe of akill in their morafacture and spocislized mawifacituring
equipment. Any one o a comhination of the sbove facters cem provent
vroduction within the Soviet orbit of such 1-4 Stems ap apiral bevel gear
genavators and gear cutling mochines, astomatic ogeiliating race radial
grinders, dywmic bwlancing machines, and meny other types of mochine
tools ineluding those designed spoeifically for largs-zcale production
of sirategic producis.

In the prowvar period, the entlro orbid, with the possible emcepilon
of Czochoglovelda, was largely depsndent on imports of machine tonls
from countries outside tho orbit. Although Soviet/Satellite produshion
in the poctvar perlod hag not inoreased significsntly over preuer levelg,
lend-lease agsistance aad wartime and postwer acquisitions have improved
the inventory pogilics, Thé current capability for mintaining thie i
ventoxy, however, vegts lergely on the ability to import replacement
rarto and to cannilalise from inventory. '

The character of Sovist postwer orders reflects a techmological lag
as well as a nscessily for supplying industry with non-orbit machinery,
oquipnent, and yeplacement parts. Current Setellite purchaning policy
in addition peflects an urgent aittempt to increase the produstion of eapitel
gncds both Yo satisfy Soviet demands and to compensate for the industrial

deficienclea couged by the gevernnce of norrsl economle relations with the
Westa -

. The value of US exports of metalweriing machinery (1=, 1=B and other)
%o the USSR totaled $13,600,000 from January through June 19473 whereag,
during the same siw-months perded in 1949, exporta of this aeategory to the
USSR were valued at only $108,000. This outback iz aitributed largely to
the US export control mrogram.

US denials, howsver, have not entirely deprived the Soviet hloc of

theso necessary irports. Scme 1-A machine %ools have beem shipped by BGA
' cmmtries a8 a resuld of tardy parallel actionr, misintexrpretation of US
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corz'mpdity 1lstings, and prior obligations, Switzerland, Swedem, Western
Germany, and Auvstria have instituted no effective perallel action and have
supplied a significant quantity of 1-i items.

Conirola in this category have been effective in limiting exporta to
support gome vital gectors of the orbit economy; but their utility ls sepi~.
ougly threatened by inconsistenocies in denlals and approvals, nomenclature
difficulties, the lack of parallel action, and clandestine trade.

1B List

, US controls in this category have been generally effectives but Western
European exports have largely nerated US efforts, Although these shipments
have contributed substantially to postuer recovery in many segments of the
orblt economy, the rate of industrial expansion within the eastern bloe
will depend in a large measure on the continued importa of this machinery
and replacement parts for machinery on hand, :

w2 e
SECRET
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EHCIOSTRE #2

Anti-frietion beerivge (ball, voller, and nasdle bearings) ave of
eritical impariauce in ¥ produstion of alvorafl, tenks, armored
vohicles, wucks, &d in 1he mechines used for the mamufacturs of ghells
bombs, gume, and all 1temg of mmdtions, ap well as for mechine tools
end mechanical. . produciion equipmont of all types.

0f the coumérlies in tha Sovied orbit, only the USSR ani the Sovzons
of Germany ato now proiuolrg complete bearings, Czech proeduvetion con-
gists in secombling bsoringo from dmported component parts and soms
domestic parts. Bofove the war the USSR and the Satellitea depended to
a greot extent upon fueden ond Cermony for their supply of precision
enti-friction bearings. .

During the war, the Soiiet Unfon plased a kigh (riority on imports
from the S of anti-fricticr bearings, and ordered many milslriona of them
for use om aireraf¥ ard tar’s, The inmitial requisition, totalling over
eight and one-half million Dearings, ves quickly pupplomented by reguscts
for edditional quentiiies, According to Soviei Ambasseder Idtvinow,
Soviet produstion was a¢ither suwitablo nor sufficient Por ithose requirg~

-

The enphasis of the Soviet orbit on the budlding up of $ts war
meching hss placed an wousus)l demand on anti-fricticn beavings. Tha
production of Osmechoslovalda and the USSR falis short of meating require~
monts. For many of the oritinally required gdzes, the Sovied orbit is
%em-p”mt depgﬁgat ?pun tﬁi}@ta.ﬂm S8R and Gzechioslovakia are

pondent upon en for- speoiel alloy bearing sieels, Alih
Sveden continmves to make eisable shipuents, somplajuts of iﬁaui‘fi:gix%
toniage requiremonts have beeh. iagistored repeatedly.

Tho value of W emports of wti-friction bearings and gomponputs o
he USSR and Satellites (including Finland) dropped from apprarimetoly
$850,000 in the first siz months of 1947 to about $155,000 in thic seame
poriod i 1949. This is abtribried largely 4o the inhibiting oifects of
export control end Yo a lesser cxtent, to sctual demialp of 1iecenees,

Up to this date, perallel wotion of BOA countries has nbt passed
boyond the discussion stage. An a matter of fact, the B has not 1tssls
placed anti-frictiod boarings o the 1-A 1ist, The matter ie presently
up for sction with a recommendelion of a technical commites that it be
relsed from 1-B 1o 1-4 dus to tiwir sirategle importencs,

Exporto from ECA countries contfnue 4o the Soviet orbit based w0 a

large extent on trade agreements, [lost of the major produsing countries
have indicated that they will cooyerate in establishing axport coutrels,

>3
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Wiith the possible excepltion of Sweden, it is amticipated that these will
be made effective in the ngar fubtwe.

Hon-ECA countries ere not preducers of bearings and as such are neob
& fector, Switzerlasndts todal prcduction anounis to about four ard one-
balf milliocn, Thelr exports, while fmportant in the precision clans, are
not lar gﬁe

Clandestine trade in anti-friction bearings has become a big businsss
in Europe. Ample evideiwe of {this is availabie and has been confirmed.
Shimwents range in size from carlezd lots to suitcase loads, Principel
routes are through Gerneny, Switzerland, and fustria. Sources of supply
incivde the U5, Bizomia, Ibtaly, avd Sweden wiih prefevence given Lo pro-
ducts of the US and Sweden as being of higher guality, Trade orgordzations
set up by the USSR, Czmechoslovakie, and Poland, dirscted by lbzcow, have

~ag one of thelr msjor objectivas the secwring of bearings of verious sizes.

Iists obiained indicabte the high :ricrity given to those sizes suitable fov
tank production and the guantities involved eillwinate the possibilities of
their use in heavy machinery or normal industrial use,

Up to the present tims, export controls have been to a great extend
on a voluntary basis by most B bearing manufacturers. Some dealers have
exported besarings ostensibly to Swiltzerland or to the ECi coumiries, Hany
of these shipments have bsen traced as transghipuents bo the Soviset orbii,
some through Heliand, others through Belgium o France,

The potential effectlveness of export controls iz very grsal exd would
seriously hamper further development of the Soviet orbit military pobential
Even without the ccoperation of Sweden, ths result wenld be akout 85 percent
effective in reducing production of the Scriet orblt by a2 very wide margin.
The USSR has prohibited Czechoslovek wachine builders from using Sowiet

. beawings in machine tools destined for the USSR, It appesrs havdly possible

that they would use these bearings of obviousiy low quality in sirceralt,
tanks; or other weapons whore replacement would not be possible in the event
of failure, .
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EICIOSURE #3

Il and 1-B Lists

The Soviet orbdt is experiencing a shortage of precision inetrumente,
gedentific apparstus, electronic testing and control equipment and allied
items. This type of squipmeont iz of the utmost imporiance in the conirol
¢f qualily producticon and is essentia) to eny program of research and dg-
velopment. Only three gountries within the orbili, the USSR, Ozechoslovakia,
and Hungory, produce significant quantitles of items in this category. Ths
sun of their production cammot £911 the nseds of the orblh economy.

. The three major producers lack one or more of the elements necessary
for production ~- tochnical lmowledge, propsr grade materiala, or equip~
ment used in produetion. The remaining orbit countrise lack all of thess
or poageas them in Ingignificent amounts.

 Prewar sources for these items wers the US, Canade, the UK, France,
Belglum, Hollend, Switzmerland, Sweden, Itely, Germeny, Austris, and Japen.
As a result of US extport control and cooperation by some of these emmiwics,
and vur damage in soms of the others, these sources are no longar opan o
the Soviet orbit for unlimited uss.

The shortage wos manifested in the heavy postuar influx of orders
by orbit nations to those countries which were eble to supply the pre-
cision and electronic instruments and apparabtus. Many of these orders
vere never filled. After the introduction of axport controls, these orders
continued for a trial period; them Soviet orbdit orders desreased sharply,

The value of US exports to the orbit in eight important categories
of precision apparatus totalled $3,900,323 iu the firet six mwonths of 1947
compared with only $93,971 for the same period of 1949, Over 50 peresat
of the 1949 figure reprosents shipments %6 Finland, Thoge catescrios iue
clude electzde indicating inatruments; recording inatruments and testing
epperatusy storting and controlling equipnenss testing machines; indusirial
indicating, recording and control instrumentsy microscopos and accessoriess
and sclentifio instruments and laboratory apparatas, :

In order to acquire precision and elocironic equipment, the orbit

countriesy have etiempted to olrcumvent export control and ifs effests. In
order to avoid export control regulations, they have placed orders with
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ENEIQSﬂEE-#A

Petroloum Products and Equipment.
and 1-B Lists

Shortages of oil-well and spscialized refinery equipment which have caused
the present tight potrolsum situation in the USSR and satellites, constitute
‘the major diffioculty of the Soviel orbit petroleum industry. These
doficicncies have hampered the rapid expansion of crude oil production, while
the coniimiing shortage of gpecialized types of refinery equipment such as
catalytic cracking plants, and alkylation and polymerisation units has seriously
restricted Soviet availability of vitel hifh-octane aviation gasoline. This
adverse situsiion in the Soviet orbit apparently cermot be alleviated by the
expansion of oil equipment production partialily ae a result of shortages of
fabricated steol, measuring and conirol instruments, and other complex clemsnts
of the specializaed types of refinery equipment referred to above such as
special pumps, valves and reactors.

. US shipuents of petroleum products during recent years have not been
instrumental in relieving the tight petroleum shortage or aiding any possible
war preparation by the Soviet Union or ite satellites. In 1947, these shipments
{otalled only 0.5 percent of total Soviet supply and were considerably less
than the ampunts exported by the Soviet Union. With the exception of high-
octans aviation pasoline, and perhaps special additives and lubricants, it is
doubtful if cegsation of petroleum exports of this magnitude has had any
appraciable effect on the 3ovist-sgtellite war potential or economic dsvelopment

The Soviet and satellites petroleum industry has never been self-
sufficient in oill equipment and has had to rely heavily on foreign comtries,
egpecially the U5. The long=-atanding inadequate supply of drilling and other
oil fleld equipment is shown by the fact that a shortage of drilling equipment
prevented increase in crude oil outpubt during the Second Five-Year Plan.

The o1l equipment deficiency, which retarded the prewar development of
the pstroleum industry, was aggravated during the war by destruction of plants’
producing refinery equipment and by converslon of oil equipment plants to
armament production. US shipments of approximately $44 million worth of
equipment to the USSR during 1941-1944 was a decizive factor In kaepinb the
Soviet petroleum industry in operation.

Because the planned postwmar expansion of the Soviet orbit petroleéeum
industry depends in part on the availability of eguipmemt, and proper
exploitation of producing fields, considerable emphasis has becn placed on the
rapid development of the equipment industry. By 1950, Soviet oil field
equipment production is planned to be 2.5 times the output in 1940, with a
gunsiderable increase in the variety of items manufactured. An indication of
Soviet requirements may be found in the $I0 mlillion worth of equipmeat shipped

Sy .
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~ to the USSR fxom ths U3 in 1947; sbout half was drilling equipment, and the
‘remainder cementing end prospecting squipment, During the first half o2 1947,
soms well-drilling equipment was shipped by the US to Poland end Yugoslavia,
Thare were no shipments sent to the sstellites in the Tirst half of 1949, Ho
refinery equipment was shipped in aither period,

It ig estimatod that the USSR can produce only 35-5C percent of itz hish-
cclane combat aviation gesoline requiremsnts for fMull operatliondl requiromsnts,
Spaclalized equipment, such 2s catalytic eoracking plants, was introduced only
after the end of the wer by the shipmeht and consiruction of two complets
_Amarican Houdry units wmder lend-lasase. K

. While the western embargo on ghipi=at of oil field and refinery equipmsit has b
drastically hampered present Sovici-sit:llite oil production, the action on the
part of the wmest has been instrumental in (g) limiting oil f£isld axploratica
and éxploitation; (b) delaying ‘he exparsion of refinery facilities prinnipslly

- for the production of kigh-octaie gesoline; and {¢) has probably delayed any
achemss of stockpillng strategic quaniitiss of high-ocotans gasoline and
lubriecanta, Control over 1A and 1B shipments eéxercised by the ECA countries

: !}ga ﬁgeiy prevented the Soviet Unlon and its satellites from circumventing

concrol. i
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ENCLOSURE #5

Hon-Yorrous Metals and Hinerals,

1-A and 1B ldists

Copper, 1sad, and industrial diamonds are in short supply in both
the Scviet and satellite ecomomles. Tin and its producta, such as tin
plate and bearing metals are likewise decidedly short. The denial of
any one of these materials to the orbit, while noi enough Lo disrupt all
nilitery and civillan production, would be a retarding factor., Even before
the wmar the area was dependent on imports of copper, lead, tin, and in-
dustrial diamends from Germany, Belgium, the Hetherlands, Britain, and the
United States. TYugoslavia also contributed, arnd its loss as a source of
supply for sopper and lead is foreing grester dependence on non-orbit sowrces,

There is very little parallel action by the ECA counteics and whiie
control is somebimes pledged, it has been circunwented in various HAYS.
Tndustrizl diamonds ave on the 1-A 1ist; btut the Hetherlands supplies them
to the Soviets undsr & trade agresment signed before the lists were preparad,
Copper, lead,and tin are supplied by Chile, Mexico, Argentinz, Nowthern
Rorea, and China, all noa-ECA countries, in addition, there is & clandestine
trade in copper, lead. tin, and diemonds through the wsstern zones of
Germany, Austrie, Switzerland, Belgivm, and the Hestherlands; and in tin
through China, Indechins, Siam, and Burse.

US controls have worked fairly well, and if parellel action could be
secured from the ECA countries, the shortage would be feld in ail sountri
of the Soviel orbit despite amall shirments from non-ECA couatries,
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Bagloaure #6

Eloctric Pover Generating and Biétri.’bntion Apparatus,

_18_1,1%}_ the electric powsr industry, the major Steme in criticelly shors
gupnly are staon end hydroaleetric turblnoes and generstors; swilechipg
end contrel equipment; largo power trensfornere; otesm boilare ané
btoiler tubes; alesctrical indicating ingtruments; and oglectric moters

of over 200 E.P.

Comparative US sxport figares fof the first gix months of 1949
rofleet tho impact of oxport eontzolas; tha total arount ie loss than
ono~gixth of that of the cemparable 1947 peoriod. Nereover, theore is a
radical chenge $n the pattern: the USSR ascountsd for sbout B8” percent of
the 1947 emouns, whereos Finlsmé sccounted for 80 percent of the 1949
amount, Poland 18 percent, and the USSR lgss than 1 percens$.

Deapite the lack of firm infernation as to the volume of electricsl
imperta actually bteing ielivered within the orbié fyom Western sources,
it is bolisgved that US export controls hove hoen offective in retarding
the induatrislizstion plane of the orbdit caountrics through resirictions
on c¢leciric powsr oquipment. Bven thouvgh the output of slectriclty i
the USSR eand some of the Satollites clossly arproximates the Plan goals,
this result is beirng obtainsd by exsessive use and overicsding of
exinting equipment with consequent :eoeler- ted deprecintion and lack o
FegePve capaclty so necgs-ary in ecass of national emergenecy. '

Hore slectricity is availadle throughout the ordit them evor befors,
but the demand for 4% is greater. Meintemance of adequato slectric servico
requires vital repaiy psrts most of vhich must come from Wesbern souwrges
because the orginial squipment, particwlarly im the Sztellites, cams from
Weatcrn Burope and the US. Prowar sourecs must also continue to contribute
tha major portion ¢f the equipment nceded %o increase tleetric cepecity, ab
leagt for the next five to ten yesrs. Continuution amd improvement of
oxport eontrols will hamper industrial proecosses gemeraliy and delay
the orbit in reaching self-gufficiency in clectric equipment.
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b ENCLOSURE 7.

Transgértation,
1-A and'1-B List® . . i :

Thé, most pronounced shortage in the Soviet orbit transpoftation system
is that'of rallroad rails. %hie shortege has reduced the norme) maintenance
replacerght of worn rails and is a factor in the Soviet fuilire to mest the
railroad construction plan. The shortege is not viewed as dcute beceuss
right~of-way maintenance is apparently sbovs minimum oparating levels, ‘and

- because new road construction of economic as well as stratepitc importance has
baen going on throughout the orbit area.

Other apparent shortages ara:

In the USSR ~- tank care, tank trugks, ocean-going tankers, heavy-birden
freight oars (including well-cars), and, tires and tubes; - '

In thé Sgtellites - motor trucks, tires and tubes, locomotives, rail-
vway signal equipment, znd safety devioces, ,

- Freight cars are mnot regarded as seriocusly short beecause they are in
excess of the prewar inventory and aré being manufsctursd at nearly double the
prevar rate in the USSR and about 10 times the vrevar rite in satellites.
Locomotive inventory is 7 percent sbote prewar throughout. the orbit, tub is
1.7 percent bdlow prewar in the satellite ares. ' The shortage hal caused local
traffic ddlays in some areas of the satellites, but has not been eritical any-
vhere, . {The shortagé wes worst in Eogbern Germany, bit it d4id not reach the
point whers columns of Jocomotives had to be taken out of reserve.)

Motor trucks are belleved to b6 adeqiate in the Soviet Union, in wiem bf
the limitations of the road nétwork, but are in ghart supply -in the satellite
area where the road systems are mich batter developed, The shortage of tank
trucks is not dritical in the orbit. They are required primarily for short
hauls; long haul deliveries cf petroleum products are generdlly effected by
rail. Necessary inventories of tank trucks for thé Soviet Union can be main-
tained from the ample truck produciion. ,

Tankers are.the weakest Listing in the Soviet dnd Polish frerchant fleets,
which are now larger than ever before. %The othar orbit merchént fleets are
belom prewar listings and are equally weak in tankers. Greatly expandeqd
marchant navies are planned for the entire orbit, but the bullk of the Incresse
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m9t be procured from abroad because orbit shipbuilding has not yet de“°1°ped the
capacity to replace obsclete vessels,

The Soviet Unjon produced virtually all ite oun basic transport
equipment before the war, Satellite countries produced the larger quantity
of their replacement items but their basie railroagd inventories were built in
Germany and Austria, which countries supplied some replacement equipment in
the intervar period. The satellite areas procured motor wvehicles in the prewar
years in the world market.. Uermany, the US , Austria, and Italy were the
chiaf suppliers, German and US vehicles being assenpbled in several east
European plants.

Buch items as railroad sipnal squipment, airbrakes, and awtomatic couplers
came chiefly from Germany and the US.

Current capabilitiss of the .orbit to produce major transportation
equipment items, locomotives, freight cars; rails, end trucks cannot be called
eritically inadequate. Specilal egquipment is more difficult, There is some
production of signal equipment, automatic couplers, and airbrakes in the
orbit, but the orbit has made attempts to procurs some of these items from the
west, Thelr importence is greater than 1s at first spparent because they are
capable of greatly increzsing line capacities without changing the locomotive
or rolling stock eastablishment.

The extent of the present shorisge is must apparent in gpara parts for
motor vehicles and aireraft, and in merchant vessels, particularly ocean-
going tankers. Some shipping on Soviet orbit account is under construdtion in
yards of Ingland, Holland; Belgium, Dsnmark, Sweden, and Itely.

Export controls governing the shipment of transport equipment from the U3

to the Soviet orbit have been effective. Shipmants of the key items - Diesel
engines, 1ocamotivas, and freight cars -- were muéh smaller in the first half
of 1949 than in the first half of 1947, and the export of locomotive and car
parts fell sharply ovar the same perlod,

During the first six months of 1947, shipments %o Lhe orbit were mads
which are now covered by 15 of the 23 restricted categories om the "A® and "BP
lists, A 1arge mejority of them went to the Scviet Unlon, including 129 out of
2,1 Ciesel engines, 102 of the 111 locomotives, all of the 29 freignht cars,

amd 99 of the 111 five-ton trucks.

From Januwary through June 1949, shipments representing only nine of the
resiricted items wers made, and the sole shipment ¢o the USSR consisted of three
trailers. Althgether, nelther locomotives nor freight ears, and only twmelve
{ive~ton trucks and two Diesel engines were exported to the orbit during the
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first half of 1949. All of the tires and tubes, Diesel engines, and
condenser tubes, and all but one of the timcks were shipped to Finland,

‘Although known exports of major transport equipment from ECA couniries
have been limited to the merchant ships on order in western shipyards mentioned
above,and tc motor trucks and busses built in Britain, France, and Italy for
satellite states, eight trade agreements have been made between ECA and orbit
countries for supply of 1A and 1B list jtems. Some components, such as wheel
rims, boiler and condenser tubes, and axles, wers imported from the US in large
quantities in 1947 and from Bizonia until the "counter blockade" of 1948,
Some clandestine traffic in aircraft and aircraft parts has gons on betweoen
Western Eurcpe and the satellite area, particularly Czschoslova¥ia. '

In summary, the US controls have been highly successful in reducing orbit
procurement of 14 and 1B items, but theéy have brought about no critieal
shorpages in Soviet and satellite transportation systems.
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Hanild did Siea) and Thedd Pholineta,
3B Liss |

f

o ;controls in %hié ba%agoi'}MVe gt hiibn affevﬁtﬁve gince tho
US id not the primovy produsdd cither of theits commedities or of

honoquesi vhich 3o the ledding pubntitute. The WSSR ip purchesing

pubstansisd quantitlaes of héndauen from Mexido.
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ENCIOSURE ¢ ¢

Stesl Mill Produets aund Equipmeat.

1A and 2-B Iiote

Inpbility to procurc raw materisls for the production.of high
grade steels and installotions as well ss for mechinery znd equipment
for the modermizadion 2nd expausion of the stoel indnatries, is impsding y
the fulfillnent of the cconomic plans of the Soviet ordit countries.
Theso raw materliel shortegos include steel-alloying slements suveh ss
¢obrls, molybdsnum, vanadir and tungsten. Thetre ales ip a shortege
of seamless tubing, and of tin for ¢in plates A oritical need exists for
Folling~mill insinlladions in the orbit, porticularly inm Polend, which
" hag uo blooming ond slcbding mill fzeilitios,ond in Czechoslavakia.

Before World Wer IX, the Soviet bdloec experienced no &ifficuliies
: in obéaining ray materisls through ismorta or in mrecuwring neodod
. equipnent from the mors indusftrialized covmtries of ths world, That
gituation no longer exists,

Durinz and dizes?dy after World Wep 11, the Sovisls end Ssiellitos.
plesed lerge oxrders for steel mil) eguipment with differont US companies,
Although some of this ecquipment vee gumpleted, refusal %o licenss tho
%Islégmemm has prevaented this mechenozded equipment from Faaehing the

Tho outstanding exemple of the effcetivensas of export llsense
gentrictions in Crechoslovakia wns the denisl of licensse inm 1948
for m $15,000,000 xolling mill which was ordersd in 1947 from the
United Enginecering end Foundry Compuny of Pitteburgh. HWithou$ such o
rolling mill, or & similer ono firom some other country (vhich would .
dake severnl yeours o complete); thereo will ho no lerge imcrense in rolied-
prodects output 34 Czeshoslovaldla foF the forcseeable Futurs. '

in Juse 1949, & Pequest for en expors licemse for a blooming and

: e labbing mill, buill by tho Unlted Enginesring end Foundry Company of
: Pitisburgh, snd the accempamying slectrical squipmsnt vhieh hazd dgen
: manufactured by the Vestinghouse Compeny, wes refused nge'r to tho

Polish-pmerican Supply Corporation, 2ctipg on the behdlf of the Polich
s Goveroment, The Pelish Govornment plecsd tremendous importance om the
! ‘agquisltion of the mill and failwre to procure it has geriously lmpedod
plane Gc incresse raw stesl preduction in Polend.

- 15 -
SECRET

;

: Declassified in Part - Sanitized Copy Approved for Release 2013/01/31 : CIA-RDP78-01617A000800060001-6



JDecIassified in Part - Sanitized Copy Approved for Release 2013/01/31 : CIA-RI&I:;S-M617A000800060001-6

\ | SEGRER

US axports ¢f thepe itebo %o ﬁhe orbit dn the firat six monthe of
1945 chowed a sherp dcelive se compared to the corresponding poried inm
19k7. This reduetion, hovever, hea beoh -partislly offset by tweds
vith BE0A and non~EGA cowntries shd by some glsndestine trede.

Althoug® axport licensing has not stopped oxpensSon of tha Scvied

orbit steéol induatry, 4t hez oordaioly hindered grevter cxpsnsion and

L sloved dowvn partnin Soshnologicpl improvements. If the US secuwres

! paralle}l sasion by the BOA ecountrics, the orbdit eomiries must dopond
on thewselvans slofo For imoroving end egvenging thoir gbeel paking
bechnology ne the inkest US and Beropera machinary pretotypes are no
longer svailable. This would be s mush glover process then was farmerly
the cu29e whan mechiznes ¢huld bo NKIR abrood anf installed by coms
potont western angingeyrd.
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ERCLOSURE #10

, Chemicals \

1-A and 1-B Lists

Only a few of the chemicals on the 1-A and lLB lists have large tonnage
raquirements ‘and all can be produced in the Soviet orbit if necessary.
Soviet and satellite planners, amare that these products are essential to
carry on a war, have probably worked out plans for their production. With
limited technical personnsl, equipment, and plants, however, they are forced
to allocate facilities and personnel to the most important chemical
requirements of the moment., . ‘ .

Some stabilizers, accelerators, anti-oxidants, and oxidants for rubber,
synthetic rubber, and plastics, particularly the thermo plaatics such as eerylic,
vinyl, polystyrene and fluoroethylene types, seem short and great efforts have
been made to obtain these, especially tetramethyl thiuram disulphide, an
essential ultra-accelerator for Sovprene (Neoprene). Also, there seems to be
a serious shortage of carbon black for rubber fabrication. Production is known
in Fumanias and in the petroleum refining areas of the USSR. Attempts have
been made to obtain US carbon black through transshipment through Mexico, Cuba,
Belgium, Holland, England and Switzerland. Therefore, it is believed that they
can and are producing essential chemical products. However, materialsof a
certain specification to meet a specific need may be unobtsinable, and the

- shortages will force development and production of the required materisal.

It is estimated that shortapes of chemiculs on the 1-A and 1-B lists while
having a definite retarding effect, have not affected the peacet.ime operations
of the USSR or satellites nearly as much as has the restriction on shipments of
special chemical equipment-and accessories. The shortage of the chemicals -
on the lists has probably acecelerated the necessity for the development of these
products and the "know-how" for production of potential military needs.
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RKCIOSURE #11. |

Chenical Hauipment

P~ and 1-B Lists

¥With few exceptions, all the chemicsl eguipmsnt items on the 1-4 and 1-RB
lists are menuiactured in either the UBSR or Czmechoslovakiaj fabricating plants
are either nonexistent or necligible in number in tho other satellite nations.
The supply of chemical processing equipment and spare parts, however, is
reportedly not sufficienmt %o meet tha demands of the large restoration and
exparialon programs of thess couniries,

Lack of fabricating equlpment, may elso have caused the reported shortags
of processing equipment for the plastics industry, as well as shorbages of .
motor vehicle tires. Specific examples of shortages of chemical equipment are
gless~lined equipment, specisl valves, recording and control apparatus,.reacters,
vacumm and pressure pumps, and special alloys for various uses. Requests thai
tha US supply penicillin plants point to an inabilily to produce this equipment.

Numsrous requests from these countriss Ffor complete plants and for
special types of processing equipmsnt indicsts a serious weakness in fabricating
sapacity which cannot be e¢ssily or quickliy overcome. The productlon of
suiphuric acid, especially in the Sovzone of Germany, hag been considerably
harpered by the lack of spsre parts for sguipment,

After World War II, much chemical eqguipment was dismantlsd and rexoved fron
the cceupied countries. Most of this equipment was transported to the USSR
and a considerable part of it was probably never reasssmblod. Fart of it
apparantly was irreparably damaged In transit, and much of that not damaged was
corroded and otherwise deterioratod when it was stored jn unsheltered locstiong.
The USSR, however, undoubiedly succeeded in reassembling some of the aquipmsnt ,
which not only increased the existing manufacturing capacity, but supplied
valuable modslys from which copies could be made.

% is believed that the export centrol of the equipment items on the

1-a end 1-B lists has been a potent factor in retarding the gsrowth of industrial.
chemical capacity and consequent military potantial of the USSR and satellites,
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ENCLCSURE #12

Addendum to Intelligence Memorandum No. 245
"Strategic Effectiveness of US Export Conrols"

Coal Eauipment

LA List

The USSR, Poland, and Czechoslovakia are the major ecal producarz of the
orbit and each has its oun plants for producing mining equipment. In
general, lsck of spare parts is one of the greatest impediments to inercase coal
producticon, Progress has been msde in overcoming shortages of coal cutters,

drilling machinec, mechanical loaders and haulage motors; howevér, shortages of -

acchani ezl squipment in other fislds exbtend to coal equipment production.
However; many dsficiencies in mechanical equipment necessary to meet planned
coal production targets cen bée made up by a plentiful supply of labor,

Construction of coal preparaticn plants in the Soviet Uniocn is lagging
and it is estima2ted thet this phase of the industry will not stiain the goal
set. for 1950, There are numerous complaints about the quality of coal produced
in the Soviet Union and Poland.,

During the f£irst half of 1947, the US exported to the Soviet Union about
$2,000,000 worth of such 1-A items, as coal cutters, rock drills, mining
machinery and parts. Coal cutters alone were valued at $639,6L4. The Soviet
Union received only $2,379 worth of coal mining equipment during the first aix
months of 1949. In view of the importanse of Polish ccal to Europe, conirols
were relaxed and shipmento to Poland amounted to about $620,000 for the 1947
period of which $381,000 rere coal cutters. Daring the first half of 1949
exports amounted to $49,000. Comparable figures for Czechoslovakiz show
$367,000, of which $110,265 were coal, cutters in the first half of 1947, In
1949, eguipment valved at $45,659 was shipped.

The USSR, Poland; and ézecﬁoslovakia-received #750,000 worth of 1-B items
in the first six months of 1947, whereas in the same period of 1949 they
recaived only $3,400 worth, '

As far as is kncwn, there have been no appraciable shipments of 1-A and

- 1-B items to the Sovlet orbit countiries from ECA and non=RCA countries since

export controls have been applied. Ougside of the Soviet orbit and the US, the
only other countries which have baen important producers of coal mining
machinery are the UK, France, and Germany. The plight of the coal mining
industry in the UK and France is well known. Both have besn concentrating on

/
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mechanization and have besn importing considsrable rind: i

b e img 8 consi ng equipment Irom the
US. It is unlikely that the Sovied orbit bag obtained any aigtpngi(cant " the
quentity of ecal mining equipment through ¢landsstine trangections.

Export controls on eosl mining equipment from the US have been relaxed-

%o aseist certein satellite states to enlarge export surpluses available to

Weﬂt@ﬁ: 1 Fae Qe ccn‘-“x‘ols hav@ ‘be,eln G.ffﬂct i ve h011evc N y
. e o r, in limiting
espansion of mschanization and produetion in t{.ha OSSR, ! g bhe
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